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Abstract 
Ceramic Industrial Cluster in Plered, West Java is an example of a cluster in Indonesia. This cluster produces a variety of 
ceramics that is sold to the local market as well as the international market. The ceramic industrial cluster in Plered consists 
of tiles, decorative ceramics, tableware, and roof tiles. A large contribution towards the supply of domestic needs, foreign 
exchange earnings, and employment opportunities is due in part to the ceramic industrial cluster in Plered. However, several 
problems emerged in regard to the sustainability of the ceramic cluster, which are: similar goods that enter from China into 
the domestic market, a low production capacity caused by the limitation in good and standard production equipment, a low 
nding towards the method and technology in making good quality product, as 
well as a low mentality and quality of human resources in facing global market challenges. This paper argues for there to be 
a change in approach to the actors inside the cluster in Plered in order to overcome the obstacles mentioned above. Two of 
the solutions suggested are: (1) to build a model house/model of a production facility; (2) to introduce a tour of Kampoeng 
Keramik. 
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1. Introduction 
As a developing economy, Indonesian economy is characterized by both formal and informal micro, small 
and medium-sized enterprises (SMEs)1that accounts for almost 99 percent of the total number of economic 
units. Indonesia, according to the Ministry of Cooperatives and Small Medium Enterprises (SMEs), has more 
than 52,7 million SMEs and employ more than 96 million work forces in 2009 (Table 1).There are about 52,7 
million micro and small economic units (accounted for 99 percent of total enterprises), around 546,000 
medium-sized enterprises (0.08 percent of total enterprises), and more than 41,000 large enterprises (0.01 
percent of total enterprises) in the overall economy consisting of many sectors such as agriculture, mining, 
manufacture, electricity, gas & clean air supply, construction, trade, hotel & restaurant, transport & 
communication, finance, rent & service, and services. In 2010, micro and small economic units accounted for 
94.5 percent of total employment and medium-sized enterprises accounted for 2.71 percent. These SMEs are 
spread into many categories such as agriculture, industries and services. 
Table 1. Number of SMEs&LEs and Workforces in Indonesia (2006-2009) 
Source: Modified from Data of SMEs 2010, Ministry of Cooperatives and SMEs (Data UMKM 2010, Kementerian Koperasi dan UKM). 
In Indonesia there are many SMEs clusters with the purpose of maximizing the performance of SMEs in 
producing prime-quality products. An example of a  in Indonesia is the Ceramics Cluster 
in Plered, West Java. This ceramic cluster is also known as Decorative Ceramic Cluster - Plered is a small 
industrial business activity that has begun since 1904 and has become a top product for the Purwakarta district 
and especially for the Plered area. According to the data from the Central Bureau Statistics of Purwakarta from 
2010, there are about 126 business units in this industrial cluster that employs around 1102 workers (Badan 
Pusat Statistik Kabupaten Purwakarta, 2011) Furthermore, the value of ceramic production in Plered reached 
nearly USD 16.000.000 in 2010 (Badan Pusat Statistik Kabupaten Purwakarta, 2011). It cannot be denied that 
amic product is the main product of income for the people in the district of Purwakarta. When 
 
 
1For the purpose of this paper, SMEs shall refer to micro, small, and medium-sized enterprises. 
Indicators 
Year 
2007  2008  2009  
 Total % Total % Total % 
Enterprises  50,150,263  51,414,262  52,769,280  
Micro  49,608,953 98.92 50,847,771 98.90 52,176,795 98.88 
Small  498,565 0.99 522,124 1.02 546,675 1.04 
Medium  38,282 0.08 39,717 0.08 41,133 0.08 
Total SMEs  50,145,800 99.99 51,409,612 99.99 52,764,603 99.99 
Large  4,463 0.01 4,650 0.01 4,677 0.01 
Workforces 93,027,341  96,780,484  98,886,003  
Micro 84,452,002 90.78 87,810,366 90.73 90,012,694 91.03 
Small 3,278,793 3.52 3,519,843 3.64 3,521,073 3.56 
Medium 2,761,135 2.97 2,694,069 2.78 2,677,565 2.71 
Total SMEs 90,491,930 97.27 94,024,278 97.15 96,211,332 97.30 
Large 2,535,411 2.73 2,756,205 2.78 2,674,671 2.70 
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compared to other products in the District of Purwakarta such as printing, blocks, furnitures, various pastries, 
varieties of stone, red bricks, pressed roof tile, fermented cassava, and traditional chips. 
the local market, the ceramic industry sells its products to areas like Jakarta, Banten, West Java, Central Java, 
East Java, Bali, Nusa Tenggara, Sumatra, Borneo, Celebes, and North Mollucas (UPTD Litbang Keramik 
Diperindag dan PM Kabupaten Purwakarta, n.d). 
are exported to Japan, Taiwan, South Korea, Australia, New Zealand, Netherlands, Canada, Saudi Arabia, the 
United States of America, Great Britain, Spain, and Italy (UPTD Litbang Keramik Diperindag dan PM 
Kabupaten Purwakarta, n.d). 
From the above data, the writer focuses this paper into three parts. The first part discusses the definition of 
SMEs and characteristics of SMEs in Ceramics Industrial Cluster in Plered. The second part tries to map out 
challenges faced by those SMEs in Ceramics Industrial Cluster in Plered especially in the globalization era. 
The third part discusses the possible solutions towards those challenges faced by these SMEs. 
2. Definition and Characteristics of SMEs in Plered 
There are two definitions used by government agencies to define SMEs. In Indonesia, the central 
government defines small enterprises to be those located and conducted economy activities in Indonesia, 
owned by individual (i.e. individual businesses), being independent and have no affiliation with large 
enterprises.2 However, such definition is not enough to precisely define SMEs. For the purpose of this paper, 
the writer adds the definition of SMEs based on three different criteria namely: number of employees, assets 
(excluded land and production facilities/buildings), and annual total sales. Statistics Indonesia (the former 
Central Bureau of Statistics), a non-department government institution, uses the number of employees as a 
basis to determine SMEs while Ministry of Cooperative and SMEs uses the assets and annual total sales. 
Tambunan (2008a) stated that according to Central Bureau of Statistics, SMEs can be defined as having 
employee fewer than 100 persons. Moreover, Ministry of Cooperative and SMEs define SMEs as individually-
owned business units having assets that do not exceed IDR 10 billion and annual total sales that do not exceed 
IDR 50 billion as stated in Law No. 20/2008 on Small Medium Enterprises (Data of SMEs 2010, Ministry of 
Cooperatives and SMEs). 
Furthermore, the definition of SMEs is divided into three size-classes: micro enterprises (having 
employee[s] between 1-4 persons, their net assets up to IDR 50 million, and annual total sales up to IDR 300 
million), small enterprises (having employees between 5 - 19 persons, their net assets from IDR 50 - 500 
million, and annual total sales from IDR 300 million - 2.5 billion), and medium-sized enterprises (having 
employee between 20 - 99 persons, their net assets from IDR 500 million - 10 billion, and annual total sales 
from IDR 2,5 - 50 billion).  Table 2 eases the definition as below. 
Tabel 2. Definition of Indonesian SMEs  
Criteria Micro Enterprise Small Enterprise Medium Enterprise 
Number of employees 1 - 4  5 - 19 20 - 99 
Total assets < IDR 50 million IDR 50 - 500 million IDR 500million - 10 billion 
Annual total sales < IDR 300 million IDR 300 million - 2.5 billion IDR 2,5 - 50 billion 




2 See Article 1 of Law No. 20/2008 on Micro, Small and Medium Enterprises. 
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Another important aspect of Indonesian SMEs is their unique characteristic. The following characteristics 
are also found in the business units in the Ceramic Industrial Cluster in Plered. There are several characteristics 
that are embedded in SMEs in Plered. First, there is no clear division of work between administrative (the 
owner) and operational (the employees) levels. Most of these SMEs are managed by individuals who work as 
an owner as well as an employee of the company. Therefore, sometimes the owner disregards the separation of 
ce versa. Not 
only that, they often include their relatives in running the enterprise. Based on an economic survey conducted 
by the Central Bureau Statistics in 2006, the survey found out that in 2006 from the total of 22,513,552 micro 
and small enterprises (not including agricultural enterprises and medium enterprises), there are 43,911,721 
employees work for these micro and small enterprises (Suherman, 2006). From that number, only 12,674,094 
employees get paid. The rest did not get paid since they work to help the owners run their business. 
Second, most of these SMEs have low access to formal financial institutions. Most of them rely heavily on 
their own money and savings or they borrow from relatives, other enterprises owners, or even illegal money 
lender (usurer) to finance their expenditures.  
Third, most of these SMEs are categorized as informal economic units (illegal entity). Therefore, these 
SMEs find it hard to get loans/credits from financial services. Sandiaga Uno, vice chairman of The Indonesian 
Chamber of Commerce and Industry (Kamar Dagang dan Industri/KADIN Indonesia) for SMEs and 
Cooperatives stated that in 2010 almost 80% of SMEs do not have legal entity.3 This situation certainly creates 
problems for both SMEs and the government. For SMEs, by having no legal entity, they would have difficulty 
in accessing banking facilities. On the other hand, with many SMEs having no legal entity, state revenue 
through taxes would not be optimal. In addition, government policies and programs to empower SMEs would 
be hampered. 
Fourth, these  are generally categorized as a very labor intensive product. Since the 
employees have no formal education and entrepreneurial spirit, most of their products are characterized as a 
handmade product. The consequence is that their products occasionally have problems with precisions and are 
difficult to be standardized.  
Tulus Tambunan (2008b; 2009) added several characteristics of Indonesian SMEs that can be also found in 
Plered as follows. First, most of Indonesian SMEs are owned by local or indigenous people. Second, most of 
them are located in rural areas. Third, most of these SMEs are operated by low income and poor households. 
Moreover, most of their employees are low educated people. Here, SMEs are seen as a last resort by these 
employees because of their difficulties entering formal sectors. Fourth, because of low educated employees 
(and owners), most of their products are simple products using simple (traditional/old) technology and are sold 
to nearby markets or to low income consumers. Fifth, since both owners and workers are low educated, most of 
SMEs were established by poverty motivation instead of entrepreneurial motivation.  
3. Challenges in the Globalization Era 
Looking at challenges faced by SMEs in Plered in the era of globalization and economic liberalization, the 
problems of these SMEs must be addressed. Pakpahan (2010) stated that there are two factors faced by these 
SMEs: external and internal. The first, external factor is globalization and economic liberalization itself that put 
these SMEs in danger because of the increasing number of foreign competitors and imported products coming 
 
 
3 2010, viewed 23 April 2012, 
(http://us.finance.detik.com/read/2010/09/03/121518/1434289/4/4716-juta-unit-umkm-belum-berbadan-
hukum). 
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into Indonesia (especially from China) not to mention that some of these products have better quality and 
cheaper prices (Ridwan, n.d.). Tambunan (2011) stated that in theory there are at least four possible scenarios 
on how trade liberalization affects local firms, both positively and negatively. They are: an increase of foreign 
competition, lower production costs, the relative increase of export opportunities, and the reduction of local 
inputs. When trade (economic) liberalization is being implemented, there will be a competition among business 
units because of the policy to lower import tariffs, quotas and other non-tariff barriers. The result is that a 
domestic market will be flooded by both foreign and local products. Indonesian consumers have many options 
whether to buy local products created by local SMEs or to buy imported goods. Unfortunately, many of the 
Indonesian entrepreneurs and SMEs are not ready to compete with foreign competitors and their products. This 
is due to the lack of using new technology in their production system (to produce massive product, better 
quality, and new innovation), the low quality of human resources, the lack of knowledge about creating 
business strategies because of lack in management skills, and the difficulty of financing their economic 
activities.  
Another challenge faced by these SMEs is the presence of three government agencies in charge of SMEs: 
the Ministry of Cooperatives and SMEs, Ministry of Trade, and the Ministry of Industry. A research conducted 
by Tulus Tambunan (2010) in the rattan industry clusters in Padang in 1998 found that government efforts to 
support the existence of SMEs are not effective. One of the reasons is due to the lack of coordination between 
government agencies. For example, many business clusters have the same training materials from several 
government agencies such as Ministry of Cooperatives and SMEs, Ministry of Industry, Ministry of Trade, 
research centers, and the Department of Labor. If only these institutions coordinate their programs together 
then there would be less training content that overlaps one another. 
The second, internal factor is the m
globalization era. Some of these factors include lack of capital, lack of access to financial services, a low level 
of entrepreneurial spirit, low-skilled labor, difficulties in marketing their product abroad, and lack of support 
from research centers/universities.  
Most entrepreneurs or SMEs have experienced how difficult it is to get fresh money (loans) to finance or 
even to increase their business activities. Statistics Indonesia recorded that in 2008 only 19% of all SMEs 
received loans from the banking sector.4 The same story happens in Plered that many business units in Plered 
finance their own production expenses.5 The government offers many loan mechanisms in order to support 
SMEs, however when in direct contact with the bank administration there is a different story. Some of these 
SMEs decide not to go further with their application for loans due to complicated administration processes of 
the banks or because their business is unsuitable to be funded by the bank. Not only that, some of these SMEs 
have never heard that the government provides any type of loan mechanism. Hence, most entrepreneurs and 
SMEs depend on their own money and savings (or borrow from their relatives) to finance their business 
activities. Another problem is that many of these SMEs are labeled with no legal entity. The Indonesian 
Chamber of Commerce and Industry (KADIN, 2010) found out that there are several reasons why Indonesian 
SMEs remain not formalized: the cost to legalize company documents is too expensive, the process of issuing 
business trading license and company registration by local authorities is too long (it is up to 16-21 working 
 
 
4 Report on the Impact of the People Based Small-Business Loans, Deputy for the Study of Empowerment of 
SMEs (Laporan Hasil Kajian Dampak Kredit Usaha Rakyat 2009, Deputi Bidang Pengkajian Sumberdaya 
Koperasi dan UKM) 
5 Interview with Mr. Abdul Nizar, Head of UPTD Litbang Keramik Kabupaten Purwakarta on March 8, 2012 
in Plered. 
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days)6, most of them are lack of capital, and these entrepreneurs do not see the benefit of being formalized (e.g. 
in order to get credit from financial institutions). By having no legal entity of course they cannot submit their 
application to the banking services to get loans. On the other hand, banks and other financial services are often 
hesitant in helping SMEs get loans (Hill, 2001). The reason is the lack of sufficient guarantees provided by 
SMEs when they borrow funds to the bank as well as to minimize the financial risks due to a high number of 
non-formal SMEs. As a result, SMEs are forced to find sources of other funding services (usually illegal 
money-lenders) or are forced to close down their business. 
Another internal challenge is that most entrepreneurs have a low level of entrepreneurial spirit. This means 
that these entrepreneurs do not know how to improve their product quality, how to market their products 
abroad, and how to create innovation to win tight competition. This is even worse when dealing with low-
skilled labor. Most SMEs have low-skilled labor to produce their products. Of course, when competing with 
imported goods, these SMEs must create new innovation and it is impossible to create new innovation without 
having high-skilled labor and appropriate technology. As a result, firstly, the quality and quantity of the 
products is not optimal; secondly, due to the low quality and quantity of the product the export market potential 
cannot be served by SMEs in Plered. 
entrepreneurs in Plered do not have the capacity to locate potential markets. The difficulty to find potential 
markets abroad are usually associated with four things. First, with low education levels, these entrepreneurs do 
not understand the use of internet or other means of communication to find potential buyers or to promote their 
products. Second, most of these entrepreneurs also do not understand how to run the marketing techniques, 
create business plans and implement business strategies in order to enter global market. Third, these SMEs 
often do not receive assistance from the government (central and local), industry associations, and research 
centers in finding potential markets (because many SMEs do not have a legal entity). Fourth, because of the use 
of low-tech equipment, products of SMEs usually do not meet the global standards. At the end, these 
entrepreneurs simply sell their products in domestic markets.  
Not only that the difficulty in selling their products abroad are due to some simple problems on the quality 
of their product (Ridwan, n.d.). First, they have difficulty in obtaining high quality raw materials so the result is 
that their quality of products cannot compete in the global market. Second, natural gas supply as a fuel source 
for ceramics is not a long-term guarantee from the government. Third, natural gas price is pegged to the US 
Dollar; therefore, if the value of the Rupiah depreciates then there will be an increase in the cost of production. 
Fourth, the industry of ceramic raw materials processing is limited so several areas have to import raw 
materials with good quality. Fifth, the mastery of research and development is still weak. Sixth, human 
resources in the design scope are weak as well. 
Abdul Nizar added that there are two main pr 7 First, the actors in 
Plered still view producing ceramic as means to support their daily finances rather than viewing this as a long-
term business potential (in terms of getting bigger and better). Based on the survey that was conducted in 
March  
produces decorative ceramics or other ceramic products without a production target or sale. It means that the 
 
 
6 For further explanation see Indonesian Chamber 
-Up and 
Establishment Time of Business, Hiroshima, Japan, 1-2 March 2010, 
(http://aimp.apec.org/Documents/2010/EC/WKSP1/10_ec_wksp1_006.pdf). 
7 Interview with Mr. Abdul Nizar, Head of UPTD Litbang Keramik Kabupaten Purwakarta on March 8, 2012 
in Plered. 
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actors produce the ceramics as a daily routine. Furthermore, there have been difficulties in encompassing 
potential consumers that has declined drastically since the opening of the Purbaleunyi toll road.  That has 
caused ceramic production to decline as well hence impacting the profit of the businesses. Second, the 
production process that still mixes housing (the kitchen) as its production facility. The lack of production space 
uction process in their 
own homes. It cannot be denied that limitation of land and lack of capital to purchase facility space has caused 
houses to be transformed as an alternative place to produce ceramics. As a result, there is no sanitation in the 
houses of these actors and therefore threatens their health along with the health of their family members. 
Not only that, the opening of the new toll road Purbaleunyi (Purwakarta - Bandung - Cileunyi) makes the 
e there was the highway, Plered's ceramic cluster could 
still attract consumers who were heading to Jakarta through the Plered street, but since the opening of freeway 
access, most people choose the toll lanes to cut travel time. The outcome were the fall of potential buyers to the 
 
4. Scope of Action: Lessons for Indonesian SMEs 
There are several options to overcome those challenges and certainly it is the obligation of the government 
to solve those problems. First, in dealing with external factors, the government should propose safety 
mechanisms on how to protect local (infant) SMEs. This can be done by creating regulations to limit imported 
goods that are similar products to local SMEs, to limit local inputs to be sold abroad so that local producers 
could obtain raw materials for their products or to give protection needed to local SMEs in order to compete 
with imported products. This can be done by coordinating policies between government agencies such as the 
Ministry of Trade, Ministry of Industry, Ministry of Cooperatives and SMEs and other related government 
agencies.  
Another implication is to have a regular comprehensive meeting among Ministry of Trade, Ministry of 
Industry, and Ministry of Cooperatives and SMEs to create policies that support the existence of SMEs in 
Plered.  
Not only that, to prepare entrepreneurs and SMEs in facing trade liberalization, the Ministry of Cooperatives 
and SMEs could involve the Ministry of Education to provide and conduct trainings such as: training to 
enhance the entrepreneurial spirit, training to create and design business plan and business strategy, training to 
improve marketing skills, training to design a simple financial report for SMEs, and so forth. Enhancing the 
capacity of SMEs to be competitive in the globalization era should start from individuals as both the owner and 
the employee. The more experience of these entrepreneurs, the more innovation would be created. The point is 
that innovation is a foundation for promoting economic development (Lazonick, 2011; Oliveira, 2008). 
Tambunan (2010) added that many non-departmental government agencies such as Indonesian Institute of 
Sciences (Lembaga Ilmu Pengetahuan Indonesia/LIPI) and The Agency for the Assessment and Application of 
Technology (Badan Pengkajian dan Penerapan Teknologi/BPPT) have modern research and development 
facilities and qualified researchers so that they can be invited to help conducting such trainings especially in the 
development of appropriate technology in manufacturing industries. Feller (2005) stressed the importance of 
collaboration among industries, government and industries as well as the use of new and modern technology 
for SMEs is essential especially to enter new/global markets. Research and Development agencies as well as 
research centers could be the main actor in providing modern technologies to help these SMEs increasing the 
quality of their products. 
Second, in dealing with internal factors, there are several options to be proposed. The government must 
guarantee and provide easy banking access for these SMEs or to provide programs such as offering special 
credit facility for SMEs or grant funding that matches the needs of SMEs. To overcome this problem, the 
government must expand types of unsecured loans to the SMEs. Of course, there must be coordination between 
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bank as a lender, the government, and other related agencies (research centers as well) to supervise the 
operational activity of SMEs in managing the funds. Here, the government and research centers can offer 
training on how to manage loans for the development of SMEs so that SMEs can develop their business and be 
able to return the loan to the bank. The government launched the People Based Small-Business Loans (Kredit 
Usaha Rakyat/KUR) to overcome this problem on November 5, 2007 (Tim Pelaksana Komite Kebijakan 
Penjaminan Kredit/Pembiayaan Kepada Usaha Mikro, Kecil, Menengah dan Koperasi). Basically, the KUR is 
intended for those productive and qualified SMEs but are not yet bankable. Unfortunately, the KUR program 
cannot be accessed by all SMEs because of the main requirement of KUR which is SMEs must have a business 
legal permit.  As mentioned earlier, most of Indonesian SMEs are categorized as informal economic unit i.e. 
have no legal permit. Therefore, not all SMEs can access the KUR.  
Besides to increase skill level, research centers/universities and the government should create and continue 
their programs on supporting entrepreneurial spirit of entrepreneurs. As Desai (2011) stated that 
entrepreneurship is related to job creation, wealth creation, innovation, and related welfare effects. Dealing 
with low quality of human resources, the government together with research centers can provide trainings to 
increase individual knowledge of the owner and employee to produce better product (better quality and good 
design). There are many nearby universities that could provide such trainings such as Bandung Institute of 
Technology, Padjajaran University, University of Indonesia, Parahyangan Catholic University as well as Balai 
Besar Keramik Bandung. Not only that, the government must maximize the role of technical services units 
(Unit Pelayanan Teknis/UPT). The UPTD Litbang Keramik Kabupaten Purwakarta should be able to map out 
the needs of local SMEs and provide training and laboratory assistance to increase productivity and quality of 
and compete with each other to enlarge job creation and create new innovation. Once this problem is solved, 
the government should identify which SMEs have the opportunity to export their product abroad and locate 
potential markets for their products. Here, the government should update their information on what products 
are needed most in other countries or which country has the potential market for local SME products. This 
information must be available at the level of central government and local government, and must be accessible 
for all entrepreneurs/SMEs. 
Arnom (2010) also said that the government must focus on four aspects if they want to help in developing 
r. The first aspect is to increase production technology that focuses on the development 
of ceramic raw material standard and the development of energy-efficient stove. The second aspect is to 
develop the ceramic industrial cluster that focuses on the socialization of Kampoeng Keramik Plered
masterplan, the building of an information and service center through a website, and the making of a 
Purwakarta showroom model along with its supporting facilities. The third aspect is the development of human 
resources that focuses on training on production technique and decorative ceramic design and regular training 
on ceramic shaping. The fourth and final aspect is to develop the market which focuses on the development of 
outlet and booklet of ceramic products as well as making a billboard that direc  
Abdul Nizar adds the importance of bu
with providing a production facility that is environmentally friendly and healthy for all workers.8 The aim of 
this model house is that the actors to directly see and learn how to make use of a good production facility that 
can create a better quality product and answer to the challenges of the global market. The model house that was 
proposed will later be located or built separately from where the business actors live. The regional government 
and any associated institutions are hoped to have the ability to provide facilities and funding that is easy and 
 
 
8 Interview with Mr. Abdul Nizar, Head of UPTD Litbang Keramik Kabupaten Purwakarta on March 8, 2012 
in Plered. 
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cheap for the business actors in order to produce products that are better in terms of both quantity and quality. 
In addition, Nizar proposes an idea to introduce a tour of Kampoeng Keramik to attract potential buyers or 
 The idea to promote Kampoeng Keramik is addressed to 
starting from the drying process and 
the burning of raw materials, the process of ceramic making, the process of coloring/dyeing, and the final 
process of making ceramic with certain design decorative that are available at the model house. By the end of 
th
products. It is with certainty that the Kampoeng Keramik idea must be supported with proper infrastructure like 
access to roads and other facilities such as parking space, a park, and restaurant. 
outlet and showroom on the highway. There are three places that can be used as a showroom for ceramic 
p
Another solution is to optimize th
 
5. Conclusion 
SMEs are recognized in having an important role in the economic structure of a country. In Indonesia, the 
dominance of SMEs in the economic sector is very strong which is characterized by the number of SMEs that 
reached 99.9% and the number of workers of SMEs accounting to 97.3% of total workforces. There has been 
ceramic cluster in Plered since 1904 that has the potential to absorb workforces and reduce unemployment. 
Unfortunately, the existence of the SMEs in Plered in facing economic liberalization is like a lost child that has 
lost the support from the government. Many of them have collapsed due to their unpreparedness to compete in 
the globalization era. There are two obstacles faced by SMEs: external, i.e. a tight competition in the context of 
economic liberalization; and internal, i.e. the lack of capital and access to financial services, a low level of 
entrepreneurial spirit, low quality of human resources, and difficulties in getting information, entering, and 
marketing their products abroad. The situation becomes worse when the government does not fully-support in 
the assistance of these SMEs. Many programs have been offered by the government for SMEs; however, those 
programs have not been effective enough in resolving problems that SMEs face. 
There are two things to support and empower Indonesian SMEs. First, the government must map out and 
solve the problems faced by SMEs either through regulations, policy recommendations or assistances such as 
training and financial assistance. Not only that, the government must synergize policies related to the 
empowerment of SMEs, especially among government agencies. Second, there must be a different view in the 
existence of SMEs. SMEs can no longer be seen only as a tool to simply create jobs and reduce poverty, but 
SMEs must be empowered as a means of creating innovative (and new) products. In doing so, the 
competitiveness of  products will increase which in turn will increase the volume of export as well. Keep 
in mind that economic liberalization is not solely about reducing production costs, but it is also about 
increasing the quality of the products together with a competitive price. The need to synergize government as 
policy makers, SMEs as a main actor in the economy, and universities as a means of science and technology 
developer is needed. The synergy of government, SMEs, and research centers/universities must be improved. 
The reciprocal relations among government, industries and research centers will lead to a better economic 
condition and increase the  in the regional or even global markets. 
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